Research that will appear later this year in the Journal of Management shows that CEO greed (excessive pay) is associated with reduced shareholder wealth. The article also finds that managerial discretion exacerbates the negative relationship between excessive CEO pay and shareholder return. In contrast, the authors found that excessive CEO pay was not as detrimental to shareholder wealth in situations where CEOs have longer tenure or in companies with strong, independent Boards of Directors. and that these results were consistent across a broad range of industries.
• CEO tenure mitigates the likelihood that excessive CEO pay will harm shareholder wealth.
• Strong, independent Boards mitigate the likelihood that excessive CEO pay will harm shareholder wealth.
Source: Haynes, K., Campbell, J., & Hitt, M. (2015) . When more is not enough: Executive greed and its influence on shareholder wealth. Journal of Management, In Press.
